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August 30, 2002

Chairman Sara Kyle

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37219

Re:  Petition of Chattanooga Gas Company for Approval of Change in
Purchase Gas Adjustment; Docket No. 02-00383

Dear Chairman Kyle:

Enclosed you will find the original and thirteen (13) copies of
Chattanooga Gas Company’s pro forma fixed rate PGA calculation which is filed
pursuant to Chattanooga Gas Company’s Experimental Fixed Rate PGA Rider
issued on April 9, 2002 and revised by filing on May 9, 2002 to be effective on
October 1, 2002 (copy attached). On page 1, paragraph 2 of the tariff, it states that:

By September 1 of each year during the Experimental Period, the
Company shall make 2 pro forma rate filing with the Authority
reflecting the current market conditions for wholesale gas prices at
that point in time. Such filing shall be made in accordance with the
formula contained in the Determination of Fixed Rate. Such filing
shall not be a guaranty of the Fixed Rate offered on October 1, but
shall be indicative of the general market conditions at September 1.
Unless the Authority acts to stop the Company from implementing this
Rider by September 25, the Company will enter into agreements to
lock in the price of gas for the next twelve-month period beginning
‘October 1. If the TRA acts by September 25 to halt this Fixed Rate
PGA Rider then the Rider will be suspended for the following twelve
months and the Company shall revert to its regular PGA pricing
mechanism.
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The attached pro forma is filed pursuant to this provision of the tariff
and is based on market conditions as of August 23, 2002. Tt will produce a Fixed
Rate of approximately $.65 per one-hundred cubic feet (‘CCF”). While the Company
can not predict what the rates will be on October 1 when it anticipates entering into

As the Company was preparing to file the pro forma this morning, it
learned that an initial order had been issued today in this docket denying the tariff,
The Company has not yet received a copy of the order. Nevertheless, the Company
plans to file a petition seeking reconsideration by the Directors of the initial order.

the tariff. Under the tariff the TRA has until September 25 to act to halt
implementation of the fixed rate. The Company believes that this tariff is in the
interest of the ratepayers, that it produces a reasonable rate and that it will
alleviate the volatility in the gas costs that are passed on to customers. Time is of
the essence, because the Company must know by September 25 whether it will be
entering into long term 848 procurement contracts on October 1. Therefore, the

schedule a Special Authority Conference prior to September 25 to determine
whether the initial order should be reversed and whether the Fixed Rate PGA Rider
should be implemented for the twelve-month period beginning October 1.

In light of the current status of Docket No. 02-00383, the Company
believes it may be helpful to the Directors to have some additional background on
this matter.
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Background

On April 8, 2002, Chattanooga Gas Company filed a Petition in the
above referenced docket seeking approval of an Experimental Fixed Rate PGA
Rider. As stated in the Petition, the purpose of the Fixed Rate Tariff is to provide
customers of Chattanooga Gas with certainty on an annual basis relative to their
natural gas rates regardless of consumption or weather., Chattanooga Gas
developed the tariff in response to the financial hardships faced by residential and

an example of this volatility, last heating season, customers of Chattanooga Gas
were faced with costs ranging from $.42 per CCF to a $1.00 per CCF. Based on
market conditions on August 23, 2002, the Fixed Rate to be offered under this tariff
would be approximately $.65 per CCF. The net benefit to customers is that, should
natural gas wholesale prices again increase dramatically, the fixed rate tariff would
protect customers from these increased costs by establishing in advance a fixed
price for the next twelve months.

After filing the tariff on April 9, 2002, Chattanooga Gas Company
Initiated meetings with the TRA staff and the Consumer Advocate and Protection
Division (“CAPD”) staff to explain the tariff and answer any questions regarding
it. The Company also responded to numerous data requests from the TRA staff and
the CAPD and filed a correction to the tariff based on TRA staff input.

from the transcript of the pre-hearing conference. . 23 of Transcript of Pre-
Hearing Conference, May 7, 2002, Docket No. 02-00383).

Although the Company indicated that it did not have a problem with
suspending the tariff, the tariff, in fact, was never suspended. Furthermore, we
believe that all parties contemplated at that time that the matter would be heard
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and a decision rendered prior to June 30, 2002. The Company had specifically
asked the agency to work toward rendering a decision before the expiration of the
term of the current TRA Directors. The TRA staff, the Hearing Officer and the
CAPD staff were working cooperatively toward this goal. Even if the goal of a
decision by June 30 was not achieved, the Company anticipated that a decision
would be rendered in sufficient time for the tariff to go into effect on October 1, so
that gas contracts could be purchased to cover the 2002-2003 heating season.

we just learned this morning that the initial order has been issued, but have not yet
received a copy. The Company understands that there have been many ensuing
events that have delayed the issuance of the order, including, but not limited to,
completion of TRA orders on dockets heard by the then directors and winding up of

retains the opportunity each year, based upon the September 1 pro forma filing, to
determine whether Chattanooga Gas should enter into contracts on October 1 that
will allow a fixed rate to go in eleect for the next twelve months.

Thus, as stated above, the purpose of Chattanooga Gas’ filing today is
to preserve the Company’s ability to implement the Fixed Rate Tariff for the
upcoming heating season. If this tariff does not go into effect as scheduled on
October 1, the opportunity to implement this experiment will be foreclosed for a
whole year. The September 25 deadline for knowing if the TRA will allow the tariff
to be implemented this year and the October 1 deadline for obtaining long term gas
contracts are crucial because gas rates tend to go up as the heating season
approaches.
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As stated above, the Company believes that the fixed rate is in the
public interest and urges the TRA Directors to consider the matter at an Authority

Conference prior to September 25, and allow a fixed rate to go into effect on October
1 pursuant to the tariff

Sincerely,

D. Billye Sanders
Attorney for Chattanooga Gas Company

DBS/Imb

cc: Richard Collier, Hearing Officer

Archie Hickerson, Manager of Rates, Chattanooga Gas Company
Hal Novak, Sequent Energy Company

Vance Broemel, Consumer Advocate and Protection Division
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Chattanooga Gas Company
Pro Forma Fixed Rate PGA Calculation

Line
No.
1

2

10

11

Commodity Cost Component
Storage Cost Component
Demand Cost Component
Total Gas Cost
Projected Sales Volumes (Dkt)
Gas Cost Rate per Dkt
Pipeline Transportation Rate per Dkt
Delivered Cost per Dkt
Delivered Cost per Ccf
Risk Premium per Ccf

Fixed Rate PGA per Ccf

. NOTE: Pro forma results based on market conditions at August 23, 2002.

B/
C/
D/
E/
F/
G/

Exhibit WHN-2, Page 2.

Exhibit WHN-2, Page 3.

Exhibit WHN-2, Page 4.

Exhibit WHN-2, Page 6.

Weighted Average of Pipline Rates for E. TN/TN and Southern Natural Gas
Average BTU rate of 3.0%.

Approved overall rate of return is 9.08%.

Exhibit WHN-2
Page 1 of 5

Amount
$31,325,859 A/

8,446,288 B/

11,972,648 C/

$51,744,795

9,005,850 D/

$5.7457
0.0599 E/
$5.8056
0.5980 F/
0.0543 G/ |

$0.6523



Chattanooga Gas Company
Pro Forma Fixed Rate PGA Calculation
Commodity Cost Component Calculation

Line
No.
1 October, 2002
2 November
3 December
4 January, 2003
5 February
6 March
7 April
8 May
9 June
10 July
11 August
12 September
13 Total
14 Weather Collar
15 Total Commodity Cost

Exhibit WHN-2
Page 2 of 5
Projected Projected Projected
Wellhead Wellhead Wellhead
Supply (Dkt) A/ Rate B/ Cost
324,912 $3.543 $1,151,163
714,474 $3.785 2,704,282
1,316,338 $4.015 5,285,097
1,402,387 $4.130 5,791,857
894,898 $4.080 3,651,184
741,856 $4.000 2,967,424
410,541 $3.860 1,584,689
270,589 $3.860 1,044,475
261,861 $3.865 1,012,092
270,589 $3.883 1,050,699
270,589 $3.895 1,053,946
261,861 $3.895 1,019,948
7,140,895 $28,316,854
3,009,005 C/
$31,325,859

NOTE: Pro forma results based on market conditions at August 23, 2002.

A/ Exhibit WHN-2, Page 6.

B/ Company Workpaper A-1 based on NYMEX Futures quoted in August 26, 2002 issue of Gas Daily.

G/ Company Workpaper E-1.
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Chattanooga Gas Company
Pro Forma Fixed Rate PGA Calculation
Demand Cost Component Calculation

Line
No.
1

2

10

11

12

13

14

15

NOTE:

October, 2002
November
December
January, 2003
February
March

April

May

- June

July
August
September

Total

Weather Collar

Total Commodity Cost

A/ Company Workpaper C-1.
B/ Company Workpaper E-2.

Pro forma results based on market conditions at August 23, 2002,

Exhibit WHN-2
Page 4 of 5

Projected
Demand
Cost
$936,054
936,054
936,054
936,054
936,054
936,054
936,054
936,054
936,054
936,054

936,054

936,054

$11,232,648

$11,972,648
e

A/

740,000 B/



"de-g Jededsiop Auedwon /a
"1-@ Jadedyiop Auedwion 0
"L-g Jodedyiop Auedwoy /g
*1-d Jadedyuop Auedwoy sy

_————————

10 %S.'e *SOWN|OA paidAllop Jo abejusoiad e sk SOSS0] sey Sl
ﬂ =

695‘eve’s 6L2¢8¢ 058°600'6 vl
69S‘ere’s §29'202‘¢ 868°0v 1L 695°cbe'6 6LL°.¢68 0$8°G00°6 180°SLS'Y 618°0EH'y jeloL el
899'c/2 208°L1 198192 899°'c/e c68°'6 9//'¢92 182'%/} 966°88 . lequisydeg cl
€61782 £09°cl 685'0/2 mmkr ‘¥8g 2.e'01 Lee‘ele c6.°/81 62108 isnfny L
€61'782 €09'cl 685022 €61'¥82 cleol Lee‘ele 28.021 6EL‘€01 Ainp (o]}
§20's/e yal'el 198192 620°G/e 166 §80'592 99v°0/1 819'v6 sunp 6
£6¥°25¢ 0608 685022 £6¥'/5¢ Lee'eh CL8'Yhe ¥.5'802 866'SEL Repy 8
156'645 0L¥'691 SOLy 1G6°6.5 29602 686855 188222 809°L82 ludy L
289°196 9¢8'61le 988 Lv. 289°196 09.v8 ¢26'926 28s'ovy ove‘osy yolep 9
§69°90€°} 16L°L 1Y 868'v68 §69°908°L oee'Ly S9v'652 L €12'859 252009 Arenigey g
82e'164 1L 1v6'88¢ 1882'20p°1 82e 1621 VAZK <] 18G'02.°1L 609262 cL6'ees - €002 ‘Arenuep 4
9//°889°)L 8ev'eee 8eeoLe’t 9//1'8€9°} £62'65 eP5'645'L 686969 ¥55°288 Jequiedeqg €
¥15'620°L 0¥0‘sLe Yiv'v1LL ¥15'620°} Le'le ¢0€‘266 820°9/¥ PL2'91S JequisnoN c
£50°195 gri‘oge SL6'v2e £€60°196 6.2'02 V.LL'0vS YEE'vLE ov¥'9ze €00¢ ‘18qolop I

/v @) Addng i) Aiddns™ /g (@) Addng~ v (mQ) ebesn (»iq) ebesn (Ma) eBesn -~ /a (b)Y ebesn - /g (mQ) ebesn "ON

[elo| sbeloig pesyliom ssolr) 1o4-1oeun BN [elosswwon [enuspisay eurm’
pejosfoig pajosfoiy pajosfoly pejosiold pue 1807 pa1osfoiy pajosfoly pajosfoid
Addng sojeg

uoneljioucdsy swnjop Ajddng pue ssjeg

G Jo g afey uonejnoen V9d eley PaXxi4 ewio4 0Old

2-NHM 1qiyx3 Auedwog sex eboouepeyn

C | C | C




N

Page 7
Futures
NYMEX @ Henry Hub
Fesults From Friday .
Setflement  High Low Change Voir*
Sep., 2002  3.487 3.520 3440 28 a1 624
ctober 3.543 3580 3515 -48 31,496
November  3.785 3.820 3780 -4.3 11 ,863
December  4.015 4040 4000 -38 8,799
Jan., 2003 4.130 4140 41410 27 6,621
February 4080 4100 4080 27 1,989
March 4.000 4005 3975 2.7 5928
Aprit 3:.860 3875 3.820 2.7 3,281
May 3.860 3.870 3.840 2.7 1,654
June 3.865 3.870 3.820 2,5 1,881
July . 3.883 3.890 3.800 1.7 1,237
August 3.895 3905 3.890 -1 7 1,802
LSeptember  3.885 3.800 3.875 4.7 ¢ 027
October 3.805 35880 3.870 -1.7 2,773
November  4.080 4060 4040 1.2 772
December  4.215 4215 4210 -2 471
Jan, 2004 - 4265 4260 4250 12 373
February 4.145 — — 07 109
March 3.965 3045 3.945 0.6 188
April 3.750 — — 18 114
May 3.725 -—_ -— 1.8 163
June 3.735 — — 2.6 43
July 3.747 —_ —_ 28 5
August 3.752 _— — 2.8 5
September  3.742 — — 2.5 5
QOctober 3775 8710 3.710 3.7 5
November 3,955 3. 980  3.890 2.7 80
December  4.130 4.083 4.070 2.7 205
Jan, 2005 4205 44 55 4.155 2.7 100
February 4125 4075 4075 2.7 185
March 3.952 3800 3.900 2.7 185
April 3.714 3660 3.660 2.7 30
May 3.662 3.610 3.610 2.7 30
June 3.682 —_ — 2.7 30
July 3.707 —_ —_ 27 30
August 3.722 — — 2.7 30
Velume of contracts (official*) 142,740

Front-months open interest Thursday:
September, 43,902: October, 52,728; November, 28,472
Total open interest Thursday: 436,361

* Volume is reported for the business day prior to the
setflement date.

Weighted average of x trades in the fast two minutes of
trading. Change is from previcus settlement price.

ptxo
NYMEX @ Henry Hub

Resuits from Friday
Calis-Seitle Puis-Settis
Cet.  Nov. Cetl.
38.8¢ 83.1¢ 15.6¢
36.8¢ 59.9¢ 17.7¢
34.2¢ 56.8¢ 19.9¢
31.8¢ 53.8¢ 22.3¢
29.1¢ 50.9¢ 24.8¢
26.7¢ 48.2¢ 27 4¢
24.8¢ 455¢ 30.3¢
365 4.0¢ 226¢ 429¢ 33.3¢
3.7 28¢ 20.8¢ 40.5¢ 242¢ 36.4¢
Estimated Volume: Calis: n/a Puts: nja
Total open interest Thursday Galls: 832,505 Puts: 746,796
Not all strike and settlement prices listed.
Implied Voiatility for at-the-money strike price
Cals: n/a Puts: n/a Source: Bicomberg

Striks

Price Sep.
3.3 21s6¢
3.35 17.9¢
3.4 14.8¢
345 11.7¢
35 91¢
3.55 7.1¢
3.6 54¢

Nov.
15.0¢
16.7¢
18.6¢
20.5¢
22.6¢
24.8¢
27.1¢
29.5¢
32.0¢

2.9¢
4.2¢
5.9¢
8.0¢
10.4¢
13.4¢
16.7¢
203¢

Platts oil prices, August 23
Gulf Coast spot $7b) ($/MMBtu)
0.7% resid 25.25-05.50 4.04
1% resid 24.25-24.50 3.88
3% resid 22.75-23.10 3.65
Cruds spot

WTI (Sep) 30.07-30.00 4.78
New York spot

No. 2 30.49-30.58 4.88
0.3% resid HP 27.00-27.50 433
0.3% resid LP 28.10-28.35 4.49
0.7% resid 26:20-26.50 419
1% resid HP 25.65-26.00 411

Monday, August 26, 2002

Basis Differential

This table shows the basis relationships batween severat key pipeline and regional market points. The calcu-
lations are based on weekly weighted averages for prices gathered last week. The wacog for the Rockies is a
coemposite of the points in that regions. Data in this table is Copyright 2002 by Tha McGraw-Hill Companies, inc.

Henry ElPaso  Agua Transco Katy Col. Gas So:

. Hub Permian Dulcs  St.85 Hub Rockies PEPL Chicago Appal. Calif.
Weekly WACOG 3.21 287 312 326 315 128 203 311 358 2.9
Henry Hub 0.34  0.09 -0.05  0.08 183 028 010 -037 030
EP/Permian -0.34 -0.25 -0.38  -0.28 158 -0.08 -0.24 071 004
Agua Dulce -0.09 0.25 -G.14 003 1.84 0.9 001 -046 .21
Transco 85 0.05 038 014 Q.11 188 0.33 015 -032 o3s
Katy Hub -0.06 0.28  0.03 -0.11 1.87 0.22 0.04 -043 o024
Rockies -1.88 -1.59 -1.84 -1.88 -1.87 -1.65 -1.83 230 -1.83
PEPL -0.28 0.06 -0.19 033 -p.22 1.65 -0.18  -0.65 Q.02
Chicago -0.10 0.24 -0.01 015 -0.04 183 0.18 -0.47  0.20
Col. Gas Appal. 6.37 0.7t 046 032 043 230 085 0.47 0.67
SoCal gas, large pkgs -0.30 0.04 -0.21 -0.35 -0.24 1.83 -0.02 -0.20  -0.87
NYMEX Basis -0.277  -0.617 -0.367 -0227 -0.337  -2207 -0557 -0.377  0.083 -0.577

NYMEX Basis is the NYMEX Henry Hub/cash basis differential calculated from the near-month settlement of $3.487.

Anyone looking at a charted graph of the September contract last week would’ve seen
an image very similar to that of a Tising staircase, as prices started off the week strong, but
continued o gain even more strength as the week pressed on.

Traders on the NYMEX floor said most of last week’s activity was due to zealous
focals and funds intent on keeping upward pressure on the contract long enough to send
prices into the stratosphere at the release of the Energy Information Administration storage
report, which was predicted to be strongly bullish.

Obviously the strategy worked, as prices Jjumped over the $3.50 mark Thursday after-
noon. However, as prices pierced resistance levels, Relative Strength Indicators (RS
became increasingly overbought — =
indicating a short-term top might | Front month’s
be on the horizon, sources said. . | August 19.23

With crude oil futures at an 11-
month high at the opening bell
Monday, the September contract
didn’t need fundamental Jjustifica-
tion to rally, traders said.

Despite an overall bearish sen-
timent in the marketplace at the
beginning of the week, the general
strength in the petroleam complex
helped carry the September con-
fract to a high of $3.29, before clos-
ing at $3.267, up 11.8¢.

On Tuesday, prices lost 10. 1¢ — nearly all of Monday’s gains — but stili managed to
sidestep a full-blown sell-off, floor traders agreed. Afier slipping to a low of $3.16 just
before the closing bell, prices inched back up to settle at $3.166.

“Tuesday’s drop was mainly the product of very short-term traders capturing small
gains from Monday’s rally,”

price movement,

said one market observer. ,

After trading between a low of $3.165 and a high of $3.31, the September contract on
Wednesday gained back 10.8¢ to close at $3.274.

“Technicals continued to outweigh fundamentals,” one trader said. “Trying to predict
the market based on fundamentals has gone out the door for a long time now.”

When the EIA storage report was released Thursday morning, showing a 37 Bef injec-
tion, prices catapulted over 20¢ immediately and then retained strength for the entire day
before closing at $3.515, up 24.1¢. -

On Friday, the September contract opened slightly lower at $3.47 due to light
overnight profit-taking on Access. Throughout the day. nominal profit capturing had prices
trending about 5¢ lower for most of the day, before settling at $3.487. down 2.8¢.

As for the short-term outlogk for this week, technical traders said they expect prices
to continue to fall lower, possibly down fo the mid-$3.30s as expiration day approaches.

© Copyright 2002 The McGraw-Hill Companies, Inc.
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PROFORMA 9/01/2002

CHATTANOOGA GAS COMPANY

GAS TARIFF

TRA NO. 1 Seventy-Third Revised Sheet No 53
CURRENT LEVEL‘OF PURCHASED GAS ADJUSTMENT (IN DOLLARS PER MCF)

RATE TARIFF

Effective Date |1 Demand k1 Commodity  * L1 Commodity T-2Demand V-1 Commodity Al Other Commodity

BASE RATES: $15.0861 $2.2751 $2.2751 $15.0861 $2.7710 $3.5120
11/1/98 0.1000 0.3000 0.3000 0.1000 0.1000 0.3000
12/1/98 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
111199 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
2/1/99 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
311199 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
4/1/99 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
5/1/99 (0.1514) (0.6033) (0.6033) (0.1514) (0.4050) (0.3800)
6/1/99 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
7/1/99 0.0016 0.2599 0.2599 0.0016 0.2600 0.2440
8/1/99 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
9/1/99 0.0000 0.5374 0.5374 0.0000 0.5370 0.6570
10/1/98 0.0000 0.2563 0.8115 0.0000 0.2540 0.2543
1111/99 (7.7316) (0.1037) (0.0633) (7.7316) (0.3551) 0,0287
12/1/99 0.0000 0.2281 0.3886 0.0000 0.2281 0.2279
1/1/00 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
21/00 0.0000 (0.5599) (0.9017) 0.0000 (0.5509) (0.5599)
3/1/00 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
411100 0.0000 0.3488 0.2618 0.0000 0.3488 0.3957
5//00 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
6/1/00 (0.0602) 0.1691 0.4842 (0.0602) 0.1671 0.0908
7/1/00 (0.0464) 0.9174 1.4861 (0.0464) 0.9174 0.9419
8/1/00 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
9/1/00 0.0000 (0.3497) (0.6810) 0.0000 (0.3497) (0.3783)
101/00 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
111100 0.0000 1.3806 1.6936 0.0000 1.3806 1.3806
12/1/00 0.0000 0.9011 0.3706 0.0000 0.9011 0.9093
11101 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
2/1/01 0.0000 2.4344 3.6829 0.0000 2.4344 2.3090
3/1/01 0.0000 (2.1848) (3.3260) 0.0000 (2.1848) (2.1848)
411101 0.0000 (0.9978) (1.0971) 0.0000 (0.9978) (1.1168)
5/1/01 0.0000 (0.2005) 0.3759 0.0000 (0.2005) (0.2048)
6/1/01 0.0000 (0.2283) (0.5416) 0.0000 (0.2283) (0.2469)
711101 0.0000 (0.8485) (1.1932) 0.0000 (0.8485) (0.8893)
8/1/01 0.0000 (0.3493) (0.5596) 0.0000 (0.3493) (0.3436)
9/1/01 0.0000 0.0902 0.0168 0.0000 0.0902 0.0950
10/1/01 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
11/1/01 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
12/1/01 0.0000 (0.3232) 0.0454 0.0000 (0.3248) (0.3433)
11/02 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
2M/02 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
3/1/02 0.0000 (0.6574) (1.3347) 0.0000 (0.6574) (0.5352)
41/02 0.0000 1.8633 2.4761 0.0000 1.8633 1.9685
5/1/02 0.0000 (0.1859) 0.3168 0.0000 (0.1859) (0.1195)
6/1/02 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
71102 0.0000 0.5534 (0.4909) 0.0000 0.5534 0.5151
10/1/02 0.0000 0.0000 0.0000 0.0000 0.0000 (0.0134)

Current Cost 7.1981 49318 4.9904 7.1981 5.1684 6.5230

*NOTE

*The L-1 commodity rate shall also be applicable to the air conditioning rate for rate schedules R-1, R-4 AND C-1.
** Fixed Rate PGA applicable to Residential and Commercial Class Customers

EFFECTIVE: October 1, 2002




CHATTANOOGA GAS COMPANY | | | Exhibit A
GAS TARIFF o o |
TRANO.1 ‘ - ORIGINAL SHEET NO. 40

EXPERIMENTAL FIXED RATE PGA RIDER
APPLICAB:LITY

This Rider shalj apply to the Company’s Purchased Gas Adjustment Provision for the Residential General
Service (Rate Schedule R-1), Multi-Family Housing Service (Rate Schedule R-4) and Commercial and
Industrial General Service (Rate Schedule C- I) Rate Schedules. This Rider shall also supersede the
Company’s regular Purchased Gas Adjustment Rider for these rate schedules at those timeg when this Rider
is in effect. : v .

EXPERIMENTAL PERIOD

This Experimental Rider is effective for a three-year period begimﬁng October 1, 2002 and ending
September 30, 2005. This Rider may be discontinued by either the Company or the Authority upon notice
30 days prior to the annual anniversary date of October 1, R '

INTENT AND APPLICATION

This Rider is intended to provide for all of the gas needs for the covered rate schedules at a fixed rate PGA,
regardless of consumption or weather., A new fixed rate PGA will be implemented for a 12 month period
on October 1 of each yeat during the Experimenta] Period. By September 1 of each year during the
Experimental Period, the Company shall make 2 pro forma rate filing with the Authority reflecting the
current market conditions for wholesale gas prices at that point in time. Such filing shall be made in ‘
accordance with the formmula contained in the Détermination of Fixed Rate. Such filing will not be a
guarantee of the Fixed Rate offered an Ociober 1, but shall be indicative of the general market conditions.at
September 1. Unless the Authority acts to stop the Company from implementing this Rider by September
25, the Company will enter into agreements to lock in the price of gas for the next 12 month period
beginning October 1, If the TRA acts by September 25 to halt this Fixed Rate PGA Rider, then this Rider
will be suspended for the following 12 months, and the Company shall revert to it regular PGA pricing
mechanism. ‘

ISSUED ON: April 8, 2002 ' : EFFECTIVE: October 1, 2002




CHATTANOOGA GAS COMPANY . o Exhibit A
GAS TARIFF o
TRANO. 1 : ORIGINAL’SHEET NO. 41

EXPERIMENTAL FIXED RATE PGA RIDER (Continued)

- DETERMINATION OF FIXED RATE

- The fixed rate PGA offered under this service shall be set in accordance with the following formula;

2100y )+ 1+ S, +80, )x Sy J+[D +C,]

izt e +PIR +RP

- 2w)

Ni=Nyy
Where:

N = Month of Fixed PGA Rate,
o = Gas Daily NYMEX Future Rate at the Henry Hub,
¢ = Projected cost of financial collar between normal and actual volumes purchased,
Q = Projected gas wellhead purchases, excluding industrial usage.
SI = Projected cost of gas in storage inventory, ‘
SQ = Projected volume of gas in storage inventory, ’
S = Projected gas deliveries from storage inyentory, excluding indusirial usage,
D = Projected annual pipeline demand charges, excluding industrial demand
C, = Projected cost of financial collar between normal and actual volumes sold
\% = Projected sales volumes, excluding industria] usage.
PTR = Projected pipeline transportation rate,
RP = Risk Premium.

WAIVER OF PRUDENCE AUDITS, ACA AUDITS, AND PGA REOUIREMENQNS

Because the Authority has notice of the fixed gas rate to be offered for the next 12 months in advance of its
implementation, the prudence of these 8as purchases is assumied, and the requirements for prudence audits
under Section 1220-4:7-,05 of the Tennessce Regnlatory Authority’s Purchased Gag Adjustment Rule is
waived for these purchases, In addition, because the Company is required to commit to an annual price
offering for all consumption in advance, the annual audit of the Company’s actual 8as costs shall also be-
waived for the applicable rate schedules, subject to any verification over the accuracy of end-user bills,
Finally, because the Company is committing to g one-year price offering, all requirements of the
Authority’s Purchased Gas Adjustment Rule shall also be waived for the affected rate schedules,

ISSUED ON: April 8, 2002 ‘ v EFFECTIVE: October 1, 2002




CHATTANOOGA GAS COMPANY , I Exhibit WHN-1
' GAS TARIFF , '
TRANO: 1 - _ , ORIGINAL SHEET NO. 40

XPERIMENTAL FIXED RATE PGA RIDER
APPLICABILITY

. This Rider shali apply to the Company’s Purchased Gas Adjustment Provision for the Residentia] General

Service (Rate Schedule R-1), Multi-Family Housing Service (Rate Schedule R-4) and Commercial and

- Industrial General Service (Rate Schedule C-1) Rate Schedules. This Rider shall also supersede the

- Company’s regular Purchased Gas Adjustment Rider for these rate schedules at these times when this Rider
is in effect, .

- EXPERIMENTAL PERIOD
LM EIN AL PERIOD

30 days prior to the annyal anniversary date of October |,

INTENT AND APPLICATIQN

This Rider is intended to provide for all of the gas needs for the covered rate schedules at a fixed rate PGA,
regardless of consumption or weather, A new fixed rate PGA will be implemented for 12 month period
on October 1 of each year during the Experimental Period. By September ] of each year during the
Experimental Period, the Company shall make 2 pro forma rate filing with the Authority reflecting the
cutrent market conditions for wholesale gas prices at that point/in time. Such filing shall be made in
accordance with the formula contained in the Determination of Fixed Rate, Such filing will not be a
guarantee of the Fixed Rate offered on October 1, but shall be indicative of the general market conditions at
September 1. Unless the Authority acts to stop the Company from implementing this Rider by September
25, the Company will enter into agreements to lock in the price of gas for the next 12 month period
beginning October 1. If the TRA acts by September 25 to halt thi$ Fixed Rate PGA Rider, then this Rider
will be suspended for the following 12 months, and the Company shall revert to its regular PGA pricing
mechanism, : :

ISSUED ON: April 8, 2002 - EFFECTIVE: October 1, 2002
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MR. COLLIER: Ms. Sanders, is therelé
question regarding the effectiveness of the tariff? 1Is
it going to. be in‘effect tomorrow on a 30-day rule, or
have you agreed to suspend the tariff?

MS. SANDERS: Well, I think that
technically it could go into effect tomorrow on a
30-day gule. There was some discussion about, you
know, the TRA suspending it at the conference today and,\
they did not take any action. |

MR. COLLIER:"Would you be in
agreement to suspend the effectivéness of it?

MS. SANDERS: 1I'll have to discuss
that withvmy client. (Pause.) The company dQesth
have a probiem suspending the effectivé date of the
tariff. |

MR. COLLIER: Appreciate that. Weli,
I think we've come together for a schedule. Is there
anything else at this time you want to talk aboﬁt while
everybody is here?

MR. BROEMEL: We decided that it's
before a hearing officer rather than the Directors?
Does that seem to be the conclusion? But then there
was some discussion by Chattanooga Gas whether that
would be the case, and I just wondered where we've left

that.
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